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HAT I ORAL I ST CBIHRSt-^AMUIESE H^ATIOKS 


I. nationalist Chinese- Japanese relation© hare seriously deteriorate! 
over the past two weeks because of nationalist objections to a 
recently concluded Japanese private trade agreement with 
Coasaunist China. 

A. Chiane particularly object* to provision allowing Cowunissts 
to fly their flag in Tokyo. 

1. s* la not likely to ceaproaise on red flag. 

II. on 18 Kirch nationalists broke coeaereial relatione with Japaa 
fdkowiag earlier suspension of negotiation* for trade agreeaent. 
A. Stopping trade will hurt Taiwan acre than Japan; Japan**** 

can get sugar and rice elsewhere. 

1, gationallets aay fee reraed to a*k BS to bail tbea out. 

III. nationalists are ready to take further reprisal* against Japan i- 
controversy continues at present emotional pitch. 

A. Possible actions include* 

1. proaotloa of boycott of Japanese goods by pro~Ma tiona 1 is . 


Overseas Chinese. 

2. Seiaiag Japanese aerchsnt ships ssiling near Taiwan, 
presumably bound for aa island ports* 

3, Staging popular deaonst ra t ions agaiaat Japanese at Taipei 
If, Japanese-Chinese Coaauntst agreeaent is for $00 million each 


way. It includes COCOII eabargoed goods. 
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A. Agreement not really vital for Japanese trad®; chief 
significance i® political. 

Frio# Ainiatcr Kishi pmblicly accneed trade represeata tires of 
exceeding ihsir awthority in a freeing to terms which only the 


govt can grant , 





A. gishi informed Ambassador ttacArthur he wombd cot resist 


pressure® f©r trade with mainland since this ie »» elec tie* 


25X1 


year. 

I vi. J*pa»sse foreign ministry official believes Peiping will not 

j give sp the right to fly fts flog. 

A. A® feele Communists consider flsg isea# an excellent 
opportunity to irritate J* pe n#»e~K* t ions list relations 
| which is even more important than trade. 
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